Historic,  archived  document 

Do  not  assume  content  reflects  current 
scientific  l<nowledge,  policies,  or  practices. 


4 


'The 


FCS-IO 


FOR  RELEASE 
APR.  19,  A.  M. 


SIT  UATION 


BUREAU  OF  AGRICULTURAL  ECONOMICS 
UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 


MARCH  1951 


COSTS  OF  PRODUCTION 
ON  FAMILY  FARMS 


CORN  BELT 

(HOG-BEEF  FATTENING) 


%  OF  1935-39 


— — ■  Cost  per  unit* 
—  — "  Total  production 


SOUTHERN  PLAINS 

(  WINTER  WHEAT  )  I 

Jill 

t  \#  —  V  - 

\  f 


1  1 

CENTRAL  NEW  YORK 

(DAIRY) 

I  1  1  1  1  1  1 

• 

1  1  1  1  1  1  1  1  1 

I.I  I.I. 

100 


BLACK  PRAIRIE 

(COTTON) 

1  1  1  1  i  1  1  1  1 

1  1  1  1  1  1  1  1  1 

1  1  1  1 

1930 


1940 


1950 


1930 


1940 


1950 


*/>ER  UN/T  Of  PRODUCT/ON.    EXCLUDING  FRICE  CHANGE 
U.  S.  DEPARTM  ENT  OF  AGRICULTURE  NEG.47225  -XX     BUREAU  OF  AGRICULTURAL  ECONOMICS 


Costs  of  farm  production,  in  terms  of  physi- 
cal inputs,  have  shown  the  largest  decline  for 
those  types  of  farms  where  total  production  has 
increased  the  most.  In  general,  crop  farms  have 
shown     relatively    larger    gains    in  production 


efficiency  than  have  livestock  farms.  Hybrids 
and  other  higher  yielding  varieties  of  seeds, 
favorable  weather,  and  labor-saving  machinery 
and  equipment  in  recent  years  have  been  partic- 
ularly favorable  to  crop  producers. 
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Hotel    For  a  list  of  items  included  in  this  table  see  "Agrloultural  Prices",  Bureau  of  Agricultural  Eocnanios,  January  31,  1950. 
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GENEiUL  SITUATION 

Farmers'  production  expenses  in  1951  are  expected  to  be  10  to  I5 
percent  higher  than  in  1950  vhen  they  reached  the  highest  level  on  record. 

During  tne  first  three  months  of  1951 >  prices  paid  by  farmers  for 
production  items,  interest,  taxes,  and  wage  rates  averaged  12  percent 
higher  than  in  the  same  months  of  1950  and  13  percent  higher  than  in  19^9 ^ 
and  for  the  year,  will  average  higher  than  in  any  previous  year.  However, 
total  production  expenses  will  be  up  even  more  than  prices  of  production 
items  because  an  increased  quantity  of  goods  and  services  will  be  needed 
for  the  record  farm  production  in  prospect  for  this  year. 

Supplies  of  some  production  items  are  exp^ected  to  be  short.  However, 
record  farm  production  probably  can  be  attained  if  available  supplies  are 
properly  distributed. 

Not  only  will  most  production  goods  and  services  cost  more  in  1951^ 
but  other  expense  items  will  be  up.  With  faraera  using  more  credit,  total 
interest  payments  will  Increase.  Taxes  also  will  be  higher.  Tliose  buying 
land  will  find  that  prices  are  substantially  higher  than  a  year  ago  and  at 
an  all-time  peak  in  m.any  parts  of  the  countiy. 

Farm  wage  rates  in  I95I  probably  will  average  at  least  10  percent 
higher  than  in  1950.    Some  areas  will  have  difficulties  in  getting  an  adequate 
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supply  of  farm  labor,  although  the  supply  is  expected  to  be  generally  ad- 
equate.   The  amed  forces  and  industry  will  continue  to  tsike  manpower  from 
farms,  but  if  recruitment  campaigns  are  effective  more  extensive  use  of 
persons  not  now  in  the  farm  labor  force  as  well  as  farm,  workers  from  out- 
side continental  United  States  will  help  to  fill  the  gap. 

Farmers,  had  a  record  amount  of  machinery  at  the.  beginning  of  1951^ 
and  there  probably  is  enough  machinery  now  on  fams,  if  it  can  be  kept  in' 
repair,     to  maintain  farm  production  at  a  higli  level  in  1951?    But  production 
of  some  of  the  newer  types  of  fami  machines  may  not  be  sufficient  to  meet 
the  demand  this  year.    Prices  of  farm  machinery  are  about  10  percent  higher 
than  a  year  ago. 

Prices  of  fertilizer  are  a  little  higher  this  spring  than  last  fall 
but  still  somewhat  lower  than  in  19^9*    However,  the  main  problem  is  that  of 
obtaining  as  much  fertilizer  as  could  be  used  to  advantage.    Prospective  sup- 
plies of  phosphates  for  the  1950-^1  season  are  below  those  of  last  year.  Sup- 
plies of  nitrogen  and  potash,  though  substantially  larger  than  last  year, 
probably  will  be  below  v/hat  farmers  would  buy  if  larger  supplies  were  available 

Prices  of  most  materials  used  for  the  construction  and  maintenance  of 
farm  buildings  and  fences  will  be  at  record  highs  in  1951*    Prices  of  these 
materials  in  December,  1950  averaged  about  17  percent  higher  than  a  year 
earlier.    Supplies  and  production  of  lumber  in  early  1951  have  been  substan- 
tially above  a  year  ago,  but  if  credit  and  material  restrictions  result  in 
some  reduction  in  the  current  high  rate  of  construction,  both  demand  and  prices 
may  fall  off  from  present  levels.    Metal  products  used  in  farm  construction 
and  maintenance  may  be  in  shorter  supply  than  last  year  but  supplies  are  ex- 
pected to  be  more  adequate  than  during  the  last  national  emergency. 


Production  of  "baler  and  binder  twine  probably  will  be  adequate  to 
meet  "1951  requirements.    Production  of  bale  tioc  has  increased  in  recent 
months  and  the  supply  should  be  ax3equate  to  avoid  a  recurrence  of  last  year's 
severe  shortage,  although  some  local  shortages  may  occur  because  of  distribu- 
tion problems.     Supplies  of  most  types  of  wooden  containers  are  expected  to 
be  adequate  but  bags  and  paper  packaging  materials  may  be  in  short  supply. 

Production  of  insecticides  and  fungicides  in  1951  is  likely  to  fall 
somewhat  short  of  demand .    Carry-over  stocks  last  September  were  the  lowest 
since  19^6,  and  production  in  1951  will  be  limited  by  the  short  supplies  of 
such  raw  materials  as  chlorine,  benzene  and  sulfur.    Wliolesale  prices  of 
most  of  the  important  pesticides  have  risen  substantially  since  last  July 
and  DDT  and  pyrethrum  are  difficult  to  obtain  even  at  the  prices  currently 
quoted.    Supplies  of  some  of  the  newer  tj^es  of  insecticides  for  the  con- 
trol of  boll  weevil  are  expected  to  be  tight,  but  calcium  arsenate  will  be 
available  as  an  alternate. 

Prices  of  feed  are  about  10  percent  higlicr  than  6  months  ago  and  more 
than  20  percent  higher  than  a  year  ago.    Relatively  favorable  rates  of 
return  from  feeding,  combined  with  increased  numbers  of  livestock  on  farms, 
will  result  in  the  use  of  nearly  a  fourth  more  feed  during  the  current 
feeding  year  than  was  produced  in  1950.    Feed  grain  stocks  next  October  are 
expected  to  be  nearly  a  fo\irth  lower  than  those  of  a  year  earlier.  Conse- 
quently, there  is  need  for  a  larger  feed  grain  crop  in  1951  than  in  1950 
if  current  rates  of  disappearance  continue.    Many  farmers  could  hold  down 
their  feed  costs  by  using  more  roughages  and  jjasture  and  still  obtain  good 
returns  from  their  livestock. 
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Farm  Labor 

The  supply  of  fam  labor  in  1951  will  be  smaller  than  in  1950. 
Difficulties  in  getting  an  adequate  supply  of  farm  workers  will  be  en- 
countered in  many  local  areas.    But  labor  sujjply  will  be  adequate  to  keep 
farm  production  at  high  levels  if  effective  recruitment  campaigns  are 
conducted . 

Farm  wage  rates  at  the  beginning  of  this  year  were  7  percent  higher 
than  in  January  1950"    Rates  during  both  19^9  and  1950  averaged  3  percent 
lower  than  the  record  rates  of  19^8  (table  1).    Further  drain  of  manpower 
from  farms  to  industry  and  the  armed  forces  are  in  prospect  this  year.  As 
a  result,  farm  wage  rates  in  1951  likely  will  increase  above  those  of  1950 
by  10  percent  or  more,  and  reach  a  new  record  level.     The  extent  of  the 
rise  in  rates  may  be  affected  by  developments  in  the  wage  stabilization 
program  for  both  agriculture  and  inductry. 

The  full  effect  of  this  year's  defense  program  on  the  supply  of 
farm  labor  probably  will  not  be  felt  for  several  months.    As  more  of  the 
defense  contracts  progress  from  the  planning  stage  to  the  actual  produc- 
tion phase,  industrial  demands  for  workers  will  increase,  even  though 
considerable  conversion  of  civilian  production  to  defense  production  occurs. 
Despite  a  further  rise  in  farm  wage  rates,  industrial  job  opportunities 
will  attract  many  farm  workers.    Additional  losses  of  farm  workers  also 
will  occur  from  expansion  of  the  armed  forces. 

The  supply  of  domestic  migratory  farm  workers  probably  will  be  less 
this  year  than  in  1950.    Partly  offsetting  this  probable  loss  is  the  pros- 
pective increase  in  the  number  of  workers  recruited  from  foreign  countries, 
and  in  the  nuraber  of  Porto  Ricans  coning  to  Continental  United  States  for 
fann  work.     Some  farmers  will  have  to  rely  considerably  on  seasonal  workers 
such  as  women  and  youth  who  normally  may  not  have  engaged  in  farm  work. 
More  effective  use  of  workers  now  living  on  low  producing  farms  also  offers 
opportunities  for  increasing  the  effectiveness  of  the  Nation's  labor  supply. 

The  supply  of  seasonal  farm  workers  relative  to  the  demand  probably 
will  be  shortest  in  the  fall.     If  the  manpower  requirements  of  the  defense 
program  continues  to  increase,  as  now  seems  likely  the  effects  of  this  on 
the  supply  of  seasonal  farm  workers  will  be  most  pronounced  by  fall.  This 
also  is  the  time  when  the  seasonal  peak  demand  for  farm  labor  occurs. 
Labor  supply  difficulties  are  in  prospect  in  a  number  of  local  areas  this 
fall,  including  some  areas  in  the  South  where  a  large  cotton  crop  is 
anticipated. 

A  smaller  supply  of  year-around  workers  is  also  expected.  Dairy 
farmers  in  areas  adjacent  to  industrial  centers  are  likely  to  experience 
the  greatest  difficulty  in  securing  regular  workers. 

Productivity  of  farm  workers  is  greater  now  than  ever  before.  This 
has  been  brought  about  chiefly  by  increased  mechanization,  widespread 
adoption  of  improved  farming  practices  and  generally  favorable  weather. 
Technological  advances  in  farming  also  have  meant  that,  over  the  years, 
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Table  1.-  Farm  wage  rates  and  related  data^  United  States,  1935'*39 

avex-aije.  and  19^^0--50  inclusive 
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123 
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07 

06 
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07 

88 
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131 
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96 
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19i^6  : 

95 

98 

85 
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24l 

108 

19^7  : 

96 

98 

88 
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126 

346 

275 

100 

19^8  : 

95 

96 

91 
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103 

19^9  : 

92 

93 

89 

129 

140 

354 

253 

106 

1950  6/  : 

89 

90 

85 

126 

142 

352 

249 

103 

1/  Includes  farm  operators  and  members  of  their  families  working  without  wages. 

2/  Includes  value  of  farm-produced  power  of  horsos  and  mules, 

_2/  Based  on  total  farm  emplo^Tnent  and  total  gross  production. 

4/  Simple  average  of  quarterly  indexes  seasonally  adjusted. 

Because  of  the  increase  in  volwae  of  production  and  the  increase  in  the  price 

of  farm  products,  the  gross  farm  income  per  worker  has  increased  at  about  the 

same  rate  as  have  farm  wage  rates  from  the  prewar  years  of  1935"'39  "to  1950. 
6/  Preliminary. 


progressively  more  farm  products  have  been  produced  by  fewer  farm  workers. 
The  downward  trend  in  farm  employment  has  continued  in  recent  years ,  But 
the  present  advanced  state  of  farm  technology  and  the  need  for  high-level 
food  production  means  that  it  is  necessary  to  retain  a  basic  core  of 
experienced  regular  workers  on  farms.    Present  Selective  Service  policies 
recognize  this  need .    But  farmers  also  are  likely  to  seek  to  improve  their 
competitive  position  for  labor  by  increasing  farm  wage  rates  and  by  improv- 
ing working  and  living  conditions  for  farm  workers.    This  would  aid  in 
keeping  a  sufficient  number  of  competent  workers  on  farms.    A  further  rise 
in  productivity  of  farm  labor  should  enable  coraraercial  farm  operators 
generally  to  carry  through  their  production  plans  without  unduly  increasing 
labor  costs  per  unit  of  farm  output. 
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Farm  Power  and  Machinery 

Prices  of  fam  raachinery  increased  during  the  last  half  of  1950, 
and  wholesale  prices  now  arc  aboMt  10  x^jrcent  higher  tlian  in  19^9  and  the 
first  half  of  1950.     Since  19^1-1  the  relation  of  prices  of  new  machinery  to 
prices  of  most  farm  products  and  to  farm  incomes  and  farm  wages  has  favored 
purchase  of  a  largo  volume  of.  farm  machinery.    Increased  acreages  of  the 
major  crops,  especially  cotton,  corn  and  wheo.t  will  contribute  to  increased 
demand  for  machinery  in  1951  •    High  fai'm  incomes  and  reduced  labor  supplies 
in  1951  ao-^e  also  e;^pect-d  to  influence  farmers  to  buy  more  machines  and 
equipment  than  otherwise. 

Production  of  farm  iiachinery  in  1951  probably  will  be  somewhat  less 
than  the  high  annual  production  of  the  past  three  years.    The  issuance  by 
NPA  of  Order  M-55  authorizing  farm  machineiy  manufacturers  to  use  DO  pri- 
orities for  the  month  of  June  should  greatly  help  manufacturers  to  obtain 
the  materials  they  need  to  meet  farmers'  machinery  requirements.     It  is 
expected  that  assistance  will  be  continued  beyond  the  month  of  June.  Pro- 
duction of  farm  machinery  in  1951  is  expected  to  be  sufficiently  high  to 
maintain  farm  production  at  high  levels.    But  production  of  some  of  the 
newer  types  of  machines  may  not  be  sufficient  to  meet  demands.    The  total 
volume  of  power  and  machinery  on  fanns  now  exceeds  that  of  any  previous 
year. 

Complete  details  of  farm  machinery'  production  in  1950  are  not  yet 
available.    Owing  largely  to  labor-management  disputes  in  the  last  half  of 
1950  in  several  of  .the  major  producing  companies,  total  output  for  the 
year  probably  was  moderately  below  the  high  output  of  the  two  previous  years. 
Total  voliime  of  exports  of  farm  machinery  in  1950  ^''as  about  20  percent 
below  the  large  19^9  exports.    Exports  in  1950  to  the  ERP  countries,  in- 
cluding dependent  territories,  were  about  30  percent  below  19^9  exports. 
In  many  foreign  countries  the  backlog  of  machiii.^ry  orders  has  about  been 
filled .    Production  of  machinery  in  foreign  countries  has  increased  and 
has  contributed  to  reduced  exports  of  machinery  from  ti-e  United  States. 

Total  voluiac  of  power  and  machinery  (including  workstock)  on  U.S. 
farms  on  January  1,  1951  'was  a  record  high  and  probably  about  75  percent 
higher  than  the  average  of  the  prewar  years  1935-39  (table  2).    This  increase 
in  total  power  and  machinerj""  on  fanns  has  taken  place,  notwithstanding  a 
decrease  since  the  prewar  pe^-'^od  of  about  50  percent  in  the  numbers  of 
workstock. 

Numbers  of  work  animals  on  farms  have  declined  about  10  percent  per 
year  since  19^5 •    Because  of  the  decreased  demand  for  workstock,  prices 
have  been  low  and  the  size  of  the  colt  crop  has  continued  to  decrease.  The 
1950  colt  crop  of  136,000  was  the  smallest  in  over  a  century.     Colt  crops 
of  this  size  would  maintain  a  total  horse  and  mule  population  of  around 
2,500,000  head.    There  were  around  6,750,000  head  of  farm  horses  and  mules 
of  all  ages  on  January  1,  I95I.     Of  this  number  about  6,260,000  were  work- 
stock  (3  years  old  and  over).    Tnis  was  only  30  percent  of  the  peak  number 
of  1923  and  only  slightly  more  than  half  of  the  number  on  January  1,  19^0. 
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The  number  of  all  tractors  on  fams  January  1,  1951  probably  was 
over  h  million.    Farmer  discards  of  various  types  of  machines  in  1950  are 
believed  to  have  averaged,  more  than  in  recent  years.    Dealers'  stocks  of 
farm  machinery  on  January  1,  1951  are  believed  to  have  been  less  than  the 
high  stocks  of  a  year  earlier  but  higher  than  for  any  other  recent  year. 


Feed  ■         •  ■  • 

Although  stocks  of  feed  grains  were  a  record  high  on  January  1,  1951 ^ 
requirements  for  feed  for  livestock  and  other  purposes  are  so  high  that 
stocks  of  feed  grains  this  fall  will  be  down  one~fourth  from  those  ofi  the 
previous  year.    Thus,  more  feed  grains  will  be  used  up  during  the  current 
feeding  year  than  were  prouuced  in  1950 With  demand  for  meat  and  other 
livestock  products  higli  and  livestock  numbers  increasing,  there  Is  need  for 
a  much  larger  feed  grain  crop  in  1951  than  in  1950. 

Prices  of  feeds  arc  about  10  percent  higher  than  6  months  ago  and 
more  than  20  percent  higher  than  a  year  ago  (table  3)-    Prices  of  corn, 
oats,  and  barley  on  March  15  wore  near  parity,  the  legal  minimum  level  at 
which  ceilings  can  be  established  on  the  cormnoditics .     Prices  of  wool' and 
lamb,  beef  cattle  and  veal  calves  were  far  above  parity,  hogs  were  at  ■ 
parity  and  milk  was  slightly  below  parity.    Eggs  and  chickens  were  about 
10  percent  below  parity.  ' 

On  March  15  returns  per  $1.00  of  feed  f ed . to  sheep  and  beef  cattle 
were  far  above  the  1935~39  average,  returns  for  hogs  and  milk  were  above 
average  and  returns  for  butterfat,  eggs  and  chickens  were  about  10  percent 
below  average.    Returns  per  dollar  of  feed  cost  were  considerably  higher 
than  a  year  ago  for  sheep,  cattle  and  milk;  the  largest  increase  beir^  for 
sheep  (table  Prices  of  wool  and  lamb  are  much  higher  than  a  year  ago. 

The  prospective  tight  feed-grain  situation  suggests  that  livesitock 
and  poultry  producers  should  avoid  feeding  practices  that  use  feed  extrav- 
agantly.   Most  practices  that  save  feed  also  reduce  production  costs.  The 
high  returns  per  $1.00  of  feed  for  beef  cattle  encourages  the  feeding  of 
grain  to  cattle.    Probably  more  grain  is  fed  than  necessary  to  stock  cattle 
and  breeding  herds.    If  plenty  of  good  roughage  is  available,  little  if 
any  grain  is  needed  in  wintering  these  cattle.    It  is  generally  poor  economy 
to  feed  grain  in  the  winter  to  stock  cattle  if  they  are  to  be  run  on  pasture 
the  following  summer.  :  ,  i 

Feed  used  to  get  excessive  finish  on  cattle  would  produce  much  more 
meat  if  used  to  feed  more  cattle.    But,  it  may  be  profitable  to  the  indi- 
vidual farmer  as  long  as  prices  of  top  grade  of  cattle  are  much  higher  than 
for  those  with  less  finish.    However,  price  spreads  between  the  top  and 
lower  grades  are  currently  narrowing.    More  hn.y,  pasture,  and  silage  and 
less  corn  will  give  a  moderate  finish  at  a  lower  cost.    Grain  requirements 
of  cattle  while  on  pasture  are  less  than  in  drylot  and  enables  beef  to  be 
produced  at  lower  costs. 
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Ta"ble  k.-    Returns  per  $1.00  of  feed  cost,  United  States,  mrch  15,  1951 

with  comparisons  l/ 


:  1935-39 

March  15, 

\  Septenher  15 j 

i    March  15, 

■  average 

;  1950 

;  1950 

:  1951 

Item 


Eggs 
Chickens 

Milk 

Butterfat 
Hogs 
Beef 
Sheep 


Dollars 

1.72 
1.84 
1.92 
1.55 
1.50 

1.39 
l.hk 


Dollars 

1.33 
1.56 
1.84 
1.43 
1.65 
2.11 
1.67 


Dollars 

1.56 
1.47 
1.89 
1.37 
1.80 

2.35 
1.92 


Dollars 

1.56 
1.61 
1.9h 
1.40 
1.64 

2.53 
2.64 


Eggs 

Chickens 

Milk 

Butterfat 
Hogs 
Beef 
Sheep 


(Index  numbers 

1935-39  =  100) 

Percent 

Percent 

Percent 

Percent 

100 

77 

91 

91 

100 

95 

80 

'  88 

100 

95 

98 

101 

100 

92 

88 

90 

100 

110 

120 

109 

100 

152 

169 

182 

100 

116 

133 

183 

17    The  following  quantities  of  feed  were  used  in  calculating  feed  cost: 
7  pounds  of  poultry  ration  per  dozen  eggs;  4j  pounds  01  poultry  ration  per 
pound  of  chicken;  7i  "bushels  of  com  plus  20  pounds  of  soyhean  meal  per  100 
pounds  of  hogs;  3C  pounds  of  concentrate  ration  fed  to  milk  cows  in  milk  selling 
areas  plus  the  value  of  110  pounds  of  hay,  per  ICO  poxmds  of  milk;  72  pounds 
of  concentrate  ration  fed  to  milk  cows  in  cream  selling  areas  plus  the  value 
of  27.5  pounds  of  hay  in  Minnesota  and  Icv^a,  per  pound  of  "butterfat;  3  "bushels 
of  com  plus  600  poimds  of  hay  per  100  pounds  of  "beef  cattle;  2  bushels  of 
com  plus  1,500  pounds  of  hay  per  100  pounds  of  sheep  and  lan'b .    It  was  assumed 
that  for  each  100  pounds  of  sheep  and  lamb  produced  2C  pounds  of  wool  was 
produced  from  the  same  feed.    The  quantity  of  hay  for  milk  cows,  "beef  cattle 
and  sheep  includes  an  allowance  for  silage  and  pasture.    It  was  assumed  that 
the  feed  nutrients  from  pasture  would  cost  l/4  as  much  per  pound  as  they  would 
if  obtained  from  hay. 
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Tal5le  3.-    Arerage  prices  cf  feeds  In  the  United  States,  March  I5,  I95I 

with  '^ismparisons 


,    March  15  j. 

:     1950  : 

September  15, 
':      .  1950 

March  15, 
'  1951 

Com 

"Sushels 

•  $  1.19 

:  $  IM 

:  $  1.6o 

Oata 

:  do. 

:  .72 

.73 

:  .92 

Barley 

do. 

1.10 

:  l.li^ 

:  1.3^^ 

Sorghtmi  grain 

:  Cwt. 

:  1.93 

:  1.77 

:  2.12 

•  i  on 

oi  ■  on 

J?  ecu.     ^XCXXliCJ     CLXiU.     li&Jf  ^  .LULLOA. 

1  ft"? 

J-OJ 

pa"? 

rT  1 C©  S  pa  10.   Dy  I  cxXxuera 

•    UWX)  . 

r>  hi 

j  .  OH- 

>           »f  .  U  ( 

•       U.U  . 

ii  -^k 

il.  QP 

Cottonseed  meal 

:  do. 

:  3.7^^ 

:  ^.35 

:  i^.89 

Soytean  meal 

:  do. 

:  i^.ll 

:  k.kk 

:  1+.75 

:     ri  n 

•       U.  vj  . 

.  j'+ 

*+  • 

MfiP'f"  Qr*Y*M"n 

■       U.U  , 

O  .  {Z> 

S6 

Bran 

do. 

:  2.86 

3.08 

:  3.31 

Middlings 

:  §0 

3.00 

:  3.28 

:  ,3.i+7 

Alfalfa  hav  "baled 

"3  i  8o 

PQ  f^n  ■ 

Prices  paid  "by  farmers  for 

feed,  Index  nvan'ber 

i  1Q?'5-^Q=100^ 

1  Q  1 

:  22^1 

•  < 

ra L. lun  iwu.  Xjv  pouiT^ry  tiiicL  , 

milk  cows  1/  : 

Fed  to  poultry  : 

Cwt.  : 

3.i^0  : 

3.68  \ 

4.00 

Fed  to  milk  cows  in  milk-  : 

selling  areas  ; 

Cwt .  : 

3.01  ,: 

3.21  : 

3.5^^ 

Fed  to  milk  govs  in  cream  : 

selling  areas  : 

Cwt.  : 

2.62  : 

2.84  ! 

3.21  . 

T/ Value  of  the  corn,  oats,  oil  meal,  milk  feed,  commercial  mixed  feed,  etc., 
naking  up  100  pounds  of  "grain"  ration. 
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Some  practices  will  save  feed  and  keep  down  costs  in  hog  raising 
such  as: 

(1)  Holding  market  wei^ts  near  last  year's  levels  -  about  220  pounds 
in  .the  eastem  Corn  Belt  and  2^0  pounds  in  the  western 

Corn  Belt. 

(2)  Feeding  a  ration  "balanced  with  protein  and  other  supplements. 
It  Is  false  econom.y  to  feed  little  or>  no  protein  supplement 
to  hogs.,  although  a  saving  in  cash  expense  is  made  by  such  a 

.   ■         practice,  the  actual  cost  per  pound  is  increased  since  1  pound 
of  protein  feed  will  replace  2  or  more  pounds  of  corn.  Also 
hogs  will  reach  market  weights  sooner  when  a  balanced  ration 
is-  fed. 

.(3-)  .Running  hogs  on  good  pasture  during  the  summer — good  pasture 
will  save  10  percent  of  the  grain  and  considerable  protein 
sui:plement  in  fattening  hogs . 

(ii)  Lowering  death  loss  of  pigs — -a  pig  at  birth  already  has  cost 
150  pounds  of  feed  whether  it  lives  or  dies. 

Feed  can  be  saved  and  costs  lowered  by  carefully  culling  milk  cows. 
At  the  present  time  an  average  of  h  heifers  Eire  raised  for  every  17  milk 
cov/s.    Three  heifers  would  be  sufficient  if  the  good  cows  were  kept  longer. 

An  aniple  ration  of  good  quality  roughage  will  produce  about  15  pounds 
of  milk  per  cow  per  day  without  grain.    The  grain  fed  should  be  for  the 
milk.. above  this  level.     Feeding  grain  to  milking  cows  according  to  their 
individual  production  will  save  feed.    Many  low  producing  cows  are  fed  too 
much  grain.    On  the  other  hand,  good  hay  and  pasture  alone  do  not  furnish 
sufficient  feed  for  high  producing  milk  cows. 

Poultry  producers  do  not  have  the  flexibility  other  livestock  pro- 
ducers have  .in  vsirying  the  rate  of  feeding  or  in  selecting  kinds  of  feed 
because  a  reduction  in  feed  per  bird  or  in  quality  of  feed  probably  will 
reduce  output  more  than  it  reduces  cost.    Meny  poulti^en,  however,  can 
save  feed-  by  using  feeding  equipment  that  reduces  waste,  and  by  culling 
out  low  producing  hens . 

Pastures  and  ranges  supply  one- third  of  all  the  feed  consumed  by 
livestock  in  this  country.    Many  of  these  pastures  can  produce  much  more 
feed  with  proper  use  of  fe-rtilizers,  seed  and  renovation.     Some  irrigated 
pastures  have  produced  nearly  1,000  pounds  of  gain  on  beef  cattle  per  acre 
in  a -season.    Even  200  po^onds  of  gain  per  acre  at  present  prices  of  cattle 
will  pay  for  a  lot  of  fertilizer  and  seed".  Fertilizer  properly  applied  to 
pastures  will  lower  the  cost  per  unit  of  feed  from  pastures. 
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Seeds 

Retail  prices  of  15  out  of  27  seeds  of  legumes,  grasses,  and  grains 
were  higher  on  March  15  of  this  year  than  last.    Of  the  legumes,  prices  of 
common  and  Grimm  alfalfa,  alsike  clover,  white  clover,  and  Korean  and  Kobe 
lespedeza  were  higher  this  year,  whereas  prices  of  red  clover,  sweet- 
clover,  Ladino  clover,  and  sericea  lespedeza  were  lower.    Most  of  the 
grass  seed  prices  were  lower  this  year  than  last,  with  sharpest  declines 
for  smooth  brome,  ttnothy,  crested  wheatgrass,  redtop,  and  common  rye- 
grass.   Prices  were  higher  for  Kentucky  bluegrass,  Sudangrass,  Siberian 
millet,  and  orange  sorgo  ("cane").    Prices  of  seed  grains — corn,  wheat, 
oats,  and  barley- -were  higher  in  mid-March  than  a  year  ago. 

Compared  with  the  19^5-^9  average,  March  15  prices  of  19  seeds  were 
higher  this  year,  and  6  were  lower.    Largest  increases  from  the  5-year 
average  prices  were  recorded  for  redtop,  timothy,  Sudangrass,  common 
alfalfa,  orchard  grass,  and  Kentucky  bluegrass  in  the  order  listed.  On 
the  other  hand,  declines  from  the  average  were  sharpest  for  sericea 
lespedeza,  Ladino  clover,  red  clover  and  orange  sorgo. 

Current  supplies  (production  plus  carry-over  and  imports)  of  30 
legume  and  grass  seeds  total  nearly  1.5  billion  pounds;  the  largest  on 
record,  and  more  than  50  percent  greater  than  a  year  ago.    Compared  with 
the  19^5-^9  average,  these  supplies  are  largest  for  lupine,  Ladino  clover, 
tall  fescue,  Austrian  Winter  peas,  hairy  vetch,  red  fescue,  crimson 
clover,  sweetclover,  and  smooth  brome.    The  only  kinds  of  seeds  the  sup- 
plies of  which  are  much  (one -fifth  or  more)  below  the  5 -year  average  are 
Hungarian  vetch,  redtop,  Sudangrass,  and  alfalfa  seed  from  the  central 
group  of  producing  States.    Supplies  of  all  field  seeds  except  northern 
and  central  alfalfa  seed  appear  to  be  fully  adequate  to  meet  prospective 
demands  this  spring. 

Because  of  the  current  emergency,  relatively  less  attention  is 
likely. to  be  paid  to  the  production  of  legume  and  grass  seeds  this  year 
and  more  to  food  and  feed  crops.    To  counteract,  in  part,  this  trend,  sup- 
port prices  designed  to  encourage  seed  production  liave  been  announced  by 
the  U.  S,  Department  of  Agriculture  for  7  winter  cover  crop  and  31  bay, 
pastiare,  and  range  grass  seeds.    Furthermore,  the  Department  has  recom- 
mended, in  connection  with  its  production  guides,  increased  production  this  / 
year  over  last  for  northern  and  central  origins  of  alfalfa,  Ladino  clover, 
Kobe  lespedeza,  smooth  brom.e,  crested  wheatgrass,  and  crimson  clover,  and 
decreases  of  only  1  to  5  percent  belov  the  high  level  of  production  last 
year  of  southern  white  clover,  tall  fescue,  orchard  grass,  liairy  vetch, 
and  common  and  Willamette  vetch.    However^  rather  large  (l8  to  h3  percent) 
reductions  from  the  record  1950  production  are  recommended  for  red  clover, 
lupine,  and  common  ryegrass. 


Fertilizer 

Cvirrent  relationships  between  prices  of  fertilizer  and  farm  pro- 
ducts are  sufficiently  favorable  to  warrent  increased  fertilizer 
applications  as  a  means  of  increasing  crop  production.    Steadily  increasing 
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deaard,  and  the  probability  of  shorter  supplies  of  some  naterials  particu- 
larly phosphoric  acid  may  contribute  to  further  rise  in  fertilizer  prices. 

The  big  problem  is  that  of  providing  sufficient  supplies  of 
fertilizer  to  meet  the  needs  of  farmers.    At  present,  supplies  of  phos- 
phate fertilizers  are  the  most  critical.    For  the  year  ending  June  3C,  1951 
they  will  be  less  than  in  the  previous  year      Nitrogen  and  potash  supplies 
available  for  farmers  will  be  significantly  larger  than  last  season  but^  at 
least  in  the  case  of  nitrogen^  supplies    probably  will  be  somewhat  shorter 
of  quantities  farcers  would  buy.    If  adequate  supplies  were  available 
fertilizer  consumption  next  year  probably  would  increase  even  more  rapid- 
ly than  it  has  during  the  past  several  years . 

The  use  of  fertilizer  is  important  in  attaining  higher  levels  of 
food  and  fiber  production.    Improvem.ents  in  other  practices  will  continue 
to  contribute  to  increased  production,  but  the  potentialities  for  quick 
increases  in  production  are  better  through  use  of  fertilizer  tlian  by 
most  other  means.    Expansion  in  production  of  feel  and  forage  crops  to 
sustain  higher  levels  of  livestock  production  will  depend  much  on  sub- 
stantial increases  in  the  use  of  fertilizers. 

A  survey  of  fertilizer  use  in  19^7  indicates  that  a  little  more 
than  one-fourth  of  all  fertilizer  used  in  the  United  States  that  year  was 
applied  to  the  corn  crop.    This  is  nearly  2-3 A  times  as  much  as  was  used 
on  the  cotton  crop.    About  15  percent  of  all  fertilizers  was  used  on 
small  grains.    Less  than  7  percent  of  the  total  fertilizer  used  that  year 
was  used  on  pasture  but  some  of  the  fertilizer  used  on  previous  crops 
benefits  succeeding  hay  and  rotation  pasture.    About  26  percent  of  the 
combined  acreage  of  small  grains  and  hay,  and  9  percent  of  the  pasture 
land  in  the  humid  regions  received  applications.    In  contrast,  about  62 
percent  of  the  combined  acreage  of  some  important  intertilled  crops 
(corn,  cotton,  tobacco,  sugar  crops,  potatoes,  sweetpotatces,  and 
vegetables)  received  fertilizer  applications  in  19^7. 

Rates  of  application  per  acre  on  small  grains,  hay  and  pasture  are 
about  50  percent  lower  than  on  the  combined  treated  acreage  of  inter- 
tilled crops  mentioned  above.    The  rate  of  application  on  corn  was  about 
35  percent  below  the  average  rate  for  the  group  of  intertilled  crops. 
Rates  of  application  on  all  feed  (including  corn)  and  forage  crops  are 
generally  well  below  what  experimental  evidence  Indicates  would  be  most 
profitable  at  existing  price  relationships.    Most  farmers  have  a  long  way 
to  go  in  the  application  of  fertilizer  before  a  point  is  reached  where 
application  of  fertilizer  makes  its  optimum  contribution  to  the  farm 
business.    In  balancing  costs  to  attain  highest  net  farm  returns,  proper 
use  of  fertilizer  where  adapted,  is  important. 


Building  Materials,  Supplies  and  Containers 

Prices  paid  by  fanaers  for  materials  used  in  the  construction  and 
maintenance  of  farm  buildings  and  fences  are  at  record  high  levels.  They 
are  about  17  percent  higher  than  a  year  ago  and  about  I38  percent  higher 
than  the  1935-39  average.    From  December  19^9  to  December  I950  retail 
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prices  of  selected  items  increased  as  follows:  framing  liimber,  2k  percent; 
rough  boards,  17  percent;  dressed  boards,  21  percent;  wood  shingles,  36 
percent;  nails,  5  percent;  galvanized  roofing,  ih  percent;  cement, 7^  per- 
cent; concrete  blocks,  5  percent;  house  paint,  k  percent;  and  barbed  wire, 
7  percent.    Since  December  the  trend  of  most  of  these  prices  has  been  up- 
ward but  at  a  slower  rate. 

These  increases  in  prices  of  building  materials  have  raised  the 
cost  of  farm  building  construction  to  the  highest  levels  on  record.  For 
example,  at  U.  S.  average  prices,  the  materials  (excluding  sand  and 
gravel)  used  in  the  construction  of  a  typical  poultry  house  large  enough 
for  200  layers  (l6'  x  U8')  would  have  cost  slightly  less  than  $300  in 
19^0.    By  19^8  successive  price  increases  had  raised  the  cost  of  the  same 
bill  of  materials  to  $730.    Prices  of  many  building  materials  dropped 
somewhat  in  19^9  and  by  December  15  of  that  year  the  cost  of  the  same 
materials  was  down  to  $675.    However,  by  December  15^  1950  the  cost  of 
these  materials  had  risen  to  $770  and  has  risen  since  then. 

To  a  large  extent,  recent  increases  in  prices  of  building  materials 
were  biiaught  about  by  the  v;ave  of  buying  that  followed  the  beginning  of 
the  war  in  Korea.    Total  construction  activity  (farm  and  non-farm)  in 
January  1951  ^3  20  percent  higher  than  in  January  1950.    Inventories  of 
building  materials  in  retail  lumber  yards  January  1,  1951  were  substantial- 
ly larger  than  a  year  earlier  when  they  were  considered  in  good  supply. 
Sawmills  in  the  Pacific  Northwest  were  working  multiple  shifts  in  January 
and  February  of  this  year,  and  lumber  was  being  produced  at  a  rate  25  per- 
cent higher  than  for  the  1950  average.    Shipments  of  lumber  were  running 
ahead  of  production  yet  orders  were  accumulating  faster  than  they  were 
being  filled.    In  situations  like  this,  prices  are  often  above  the  level 
necessary  to  maintain  normal  output.    If  the  demand  for  lumber  declines 
later  in  the  year,  as  is  expected,  the  price  of  lumber  also  may  go  down. 

Construction  materials  made  of  metal  such  as  structural  steel, 
metalroof ing,  and  siding,  pipe  and  tubing,  fencing,  nails  and  staples  may 
be  in  short  supply  but  quantities  available  for  farm  construction  in  1951 
are  expected  to  be  more  adequate  than  during  the  last  national  emergency. 
Prices,  however,  will  be  substantially  higher. 

Increased  production  of  bale  ties  in  recent  months  should  prevent 
a  repetition  of  last  year's  severe  shortage.    However,  because  of  the 
proposed  increase  in  production  of  automatic  wire  balers  and  the  fact  that 
there  is  not  a  standard  size  wire  for  all  makes  of  balers,  \ineven  distribu- 
tion may  develop  and  spot  shortages  may  occur  in  some  areas. 

Production  of  baler  and  binder  twines  probably  will  be  adequate 
to  meet  1951  requirements.    There  is  consider&.b.'.c  advance  seasonal  buying 
and  some  evidence  that  some  farmers  are  buying  mere  than  they  expect  to 
use  this  year.    If  many  do  this  there  will  not  be  enough  twine  to  go  a- 
round.    The  BLS  wholesale  price  index  of  binder  twine  on  January  1,  1951 
was  12  percent  above  the  price  on  January  1,  1950,    The  wholesale  price 
of  manila  rope  was  17  percent  higher. 
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Containers  will  cost  more  in  I95I  mainly  because  of  increases  In 
prices  of  raw  materials.    The  wholesale  price  of  burlap  was  70  percent 
higher  in  January  1951  than  a  year  earlier.    There  also  have  been  sub- 
stantial increases  in  prices  of  cotton  cloth,  paper,  lumber,  nails  and 
other  materials  used  in  the  manufacture  of  containers . 

Supplies  of  wooden  containers,  except  wire  bound,  used  by  farmers 
in  marketing  farm  products  are  expected  to  be  adequate  to  meet  1951 
requirements .    Burlap,  cotton  and  paper  bags  probably  will  be  in  short 
supply.    Farmers,  dealers  and  others  should  conserve  and  repair  bags  and 
containers.    The  high  cost  of  containers  will  encourage  conservation 
practices.    The  farmer  who  pays  30  to  50  cents  for  a  bag  probably  will 
take  good  care  of  it  and  return  it  promptly. 

Insecticides  and  Fungicides 

Insecticides  and  fungicides  will  be  in  stronger  demand  in  1951  than 
in  1950,  and  the  prices  will  be  higher.      The  carryover  at  the  end  of 
September  I95O  was  the  lowest  since  19^6.    Heavy  infestation  of  insects  on 
cotton  in  I95O  virtually  used  up  all  insecticides  in  the  Southeastern 
States.    The  expected  increase  in  cotton  acreage  in  1951  probably  will 
require  more  insecticides  than  were  used  last  year.    The  expected  heavy 
attack  by  corn  borers  in  the  Midwest  did  not  develop  last  year,  con- 
sequently some  DDT  was  carried  over  in  that  area  which  could  not  be 
transshipped  to  the  cotton  belt. 

In  proportion  to  demand,  production  of  pesticides  is  not  expected 
to  be  as  large  in  1951  as  it  was  in  1950  primarily  because  of  shortages 
of  some  raw  materials.    Those  in  shortest  supply  are  chlorine,  benzene, 
and  sulfur.    Benzene  and  chlorine  are  used  in  the  production  of  DDT, 
benzene  hexachloride,  lindane,  methoxychlor,  (2-^-D)  weed  killer,  and  a 
number  of  other  newer  insecticides.    Dusting  sulfur  is  essential  for  the 
control  of  some  pests.    Because  it  has  been  cheap,  it  has  been  used  more 
freely  than  necessary.    Due  to  the  shortage  of  sulfur  this  year,  dusts 
will  be  formulated  with  talc  in  place  of  sulfur  wherever  possible  to  con- 
serve supplies  of  the  latter.    Containers  for  shipping  pesticides  are  in 
short  supply,  and  may  hinder  proper  distribution  of  available  materials. 

Prices  of  several  of  the  important  pesticides  have  risen  consider- 
ably during  the  past  8  months.    V/holesale  prices  quoted  in  July  I950  com- 
pared with  those  for  February  I95I  showed  the  following  changes  in  price 
for  some  of  the  important  pesticides.    Benzene  hexachloride,  65  percent 
higher;  DDT,  50  percent  higher;  copper  sulfate,  10  percent  higher;  and 
sulfur,  25  percent  higher.    Prices  quoted  for  some  other  pesticides  such 
as  aldrin,  lindane,  calcium  arsenate,  pyrethrum,  and  rotenone  were  the 
same  in  February  I95I  as  in  July  1950.    One  factor  that  should  not  be 
overlooked,  however,  is  that  last  July  these  materials  were  available, 
whereas,  in  February  it  was  difficult  to  obtain  either  DDT  or  pyrethrum 
at  prices  quoted. 


In  recent  years  benzene  hexachloride ^  dieldrin,  toxapHe'nie,  and:    r  : 
aldrin  have  become  Important  insecticides  for  the  control  of  boll  weevil 
on  cotton.    Supplies-  of  these  Insecticides  are  likely  tobe  tight  in 
1951  •    Calcium  arsenate,  however,  will  be  available  as  an  alterhate ..  '  ■ 

Farmers  can  aid  in  the  equitable  distribution  of  insecticides  and 
fungicides  by  purchasing  their  minimum  needs  early  in  the  season  and 
storing  them  in  a  dry  place.    This  will  enable  manufacturers  who  have, 
adequate  plant  capacity,  but  who  lack  storage  space,  to  produce  the 
materials  well  in  advance  of  the  time  they  are  needed.    Most  insecticides 
if  properly  stored  can  be  carried  from  one  season  to  the  next  without 
loss  of  their  effectiveness.    Growers  should  plan  their  insect  control 
programs  so  as  to  utilize  any  of  the  various  effective  insecticide's  which 
are  available. 

Certain  cultural  practices  reduce  losses  from  insects  and  often 
reduce  and  may  eliminate  the  need  for  insecticides.    Reasonably  early 
planting  of  adapted  varieties  often  enables  plants  to  produce  maximum 
growth  before  intiects  attack,    A  fertile  soil  likewise  will  help  plants 
to  make  rapid  growth  and  will  enable  them  to  withstand  injury  after  in- 
sects attack  them.    The  destruction  of  host  crops  where  pests  breed  or 
hibernate  will  reduce  the  number  of  insects  in  the  following  season. 


Farm  Land  Values  and  Rentals 

Farm  land  is  currently  selling  at  record  high- prices  in  many  parts 
of  the  country 3    Advances  since  last  July  have  raised  average  values  in 
many  States  well  above  the  previous  peaks  reached  in  earDy  19^9 •  In- 
creases were  moderate  during  the  first  half  of  1950,  averaging  about  2 
percent  for  the  country  as  a  whole,  but  . since  then  the  improved  outlook 
for  farm  earnings  has  resxilted  in  sharp  gains  throughout  the  country.  By 
November  1950,  the  national  index  was  up  U-  percent  from  March  arid  the  up-' 
turn  has  continued  at  an  accelerated  rate.    Preliminary  estimates  this' 
March  indicate  values  have  Increased  an  additional  6  to  8  percent  since 
last  fall,  and  the  total  increase  for  the  country  as  a  whole,  from  March' 
a  year  ago  is  expected  to  be  at  least  12  percent. 

Regionally,  the  largest  gains  since  last  July  have  been  in  the 
North  Central  States  and  in  the  Southwest,    Tentative  estimates  as  of 
March  1,  indicate  increases  of  15  to  20  percent  from  a  year  earlier  f or  ■"■ 
Ohio,  Indiana-,  Illinois,.  Iowa,  Minnesota  and  Ne-braska,    Other  States  out-'' 
side  the  Midwest  that  are  expected  to  show  increases  within  this  range  • 
include  Texas,  Arkansas,  Arizona,  Wyoming  and' Florida.    Prices  of  ir- 
rigated and  grazing  land  in  the  Mountain  and.  Pacific  Coast  States,  appear 
to  have  increased  somewhat  more  than  dry  fanning  land,  but  are  still 
slightly  below,  their  previous  peaks  in  November:  19^8, 

The  sharp  rise  in  land  values  since  Korea  is  based  on  higher,  level 
of  farm  income  anticipated  in  1951  and  later  years  rather  than  on  the  in- 
come realized  in  1950^    Net  income  of  farm  operators  in  1950  was  8  percent 
below  1949,  and  nearly  27  percent  below  the  ighj  peak.    With  prices 
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received  by  fanners  in  January  and  February  1951  about  a  third  higher 
than  a  year  earlier,  however,  and  with  record  or  near-record  farm  pro- 
duction in  prospect  (assuming  normal  weather),  a  substantial  increase  in 
net  farm  income  is  anticipated.    This  situation,  coupled  with  the  removal 
of  acreage  limitations  on  all  crops  except  tobacco  and  peanuts  has  in- 
creased the  demand  for  farm  land.    Investors  and  others  with  surplus 
funds  seeking  a  hedge  against  possible  inflation  also  have  added  to  the 
demand.    These  considerations  also  have  served  to  limit  the  number  of 
farms  on  the  market.    Present  owners  are  reluctant  to  sell,  even  at  cur- 
rent prices,  because  of  the  higher  level  of  farm  earnings  in  prospect 
and  the  lack  of  other  investments  that  will  yield  as  large  a  return. 

Prospective  buyers  are  apparently  experiencing  little  difficulty  in 
obtaining  sufficient  credit  to  finance  their  purchases.     About  two-fifths 
of  all  farms  purchased  in  recent  years  have  been  for  cash,  and  down 
payments  on  credit-financed  purchases  have  averaged  between  ^5  and  50  per- 
cent of  the  purchase  price.    All  major  classes  of  lenders  have  shown  a 
substantial  increase  in  both  the  number  and  dollar-value  of  farm 
mortgages  during  the  last  half  of  1950,    Only  a  portion  of  these  mortgages 
were  used  to  finance  new  farm  purchases,  however,  but  the  increase  in  farm 
mortgage  borrowing  indicates  that  little  difficulty  is  experienced  in 
obtaining  mortgage  credit. 

The  preliminary  estimate  of  the  gross  value  of  rental  payments  in 
1950  was  about  6  percent  higher  than  the  revised  estimate  for  19^9*  Cash 
rents  were  essentially  unchanged  from  a  year  earlier,  but  the  value  of 
crop-sh£u:e  rents  was  7  percent  higher,  reflecting  the  higher  level  of 
prices  of  most  farm  products  during  the  fall  of  1950.    Landlords 'expenses 
were  higher  than  in  19^9,  due  mainly  to  the  12  percent  increase  in  real 
estate  taxes  on  rented  land. 

Preliminary  estimates  place  the  value  of  net  rent  obtained  from 
cash  rents,  crops,  livestock  and  government  payments,  at  1.8  billion 
dollars  in  1950.    This  is  12  percent  higher  than  the  revised  estimate  for 
19^9,  but  it  is  still  lower  than  net  rentals  in  19^16,  I9U7  and  1948.  The 
net  rent  for  I950  represents  a  return  of  slightly  less  than  7  percent  on 
an  investment  valued  at  about  27  billion  dollars  on  March  1,  1951.  This 
rate  of  return  is  slightly  below  the  revised  rate  for  l^h^  due  to  the  fact 
that  farm  real  estate  values  increased  more  than  net  rents  during  this 
period. 


Interest,  Taxes,  and  Insurance 

Interest  payments  -  Total  interest  charges  on  farm -mortgage  debt 
are  expected  to  be  about  9  percent  higher  in  1951  than  a  year  earlier,  and 
about  32  percent  above  19^+6  when  such  charges  were  lower  than  in  any  year 
since  1910.    This  year's  increase  will  again  result  from  the  expansion  of 
outstanding  mortgage  debt  rather  than  from  a  significant  change  in  the 
average  rate  of  interest.    The  average  rate  of  interest  paid  on  farm- 
mortgage  loans  will  be  very  nearly  the  same  in  I95I  as  in  1950. 
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Total  interest  costs  on  farmers'  non-real-estate  debt  (excluding 
Commodity  Credit  Corporation  price  support  loans)  are  expected  to  be  from 
15  to  20  percent  higher  during  1951  than  in  1950.    T'his  1951  level  will 
be  more  than  double  19^5 ^  the  year  World  War  II  ended. 

Increased  credit  costs  during  last  year  have  resulted  mainly  from 
a  large  expansion  in  the  volume  of  credit  used  by  farmers.    Higher  wage 
rates  and  higher  prices  paid  for  equipment,  livestock,  and  other  items 
needed  in  farm  production  have  been  important  causes  of  higher  borrow- 
ings *    Also,  many  farmers  have  recently  expanded  livestock  feeding 
operations,  and  especially  since  the  start  of  the  war  in  Korea,  there 
has  been  considerable  forward  buying  by  farmers  of  machinery,  auto- 
mobiles, and  consumer  durable  goods  for  which  credit  has  been  used. 

Interest  rates  on  non-real-estate  credit  also  have  increased. 
Some  lenders  this  year  have  increased  rates  to  farmers  by  as  much  as  one- 
half  of  1  percent  because  of  higher  operating  expenses  and  higner  costs 
for  loan  funds. 

The  large  volume  of  non-real-estate  debt  is  significant  for 
reasons  other  than  the  interest  cost  to  farmers.    Because  of  its  short- 
term  character,  large  repayments  of  principal  are  a  near  term  require- 
mert;  and  these  principal  payments  will  reduce  the  cash  that  farmers 
will  have  available  for  other  purposes. 

Taxes  -  Farmers  in  most  States  can  expect  to  pay  somewhat  higher 
taxse i  in  1951  than  they  did  in  1950.    All  levels  of  government  -  local. 
State,  and  Federal  -  will  need  larger  revenues  to  meet  increasing  costs  and 
expanding  services  which  to  some  extent  grow  out  of  the  defense  effort. 

Local  governments  continue  to  rely  chiefly  upon  property  taxes  to 
provide  most  of  the  funds  to  meet  the  growing  expenditures  for  public 
services,  including  school,  road,  and  welfare  activities.  Preliminary 
indications  are  that  farm  real  estate  taxes  levied  in  1950,  and  payable 
largely  in  1951^  will  average  about  U  or  5  percent  higher  than  in  the 
previous  year.    If  these  prove  to  be  correct,  average  taxes  per  acre 
will  approximate  $0.6U  compared  with  $0.6l  levied  in  19^9  and  will  again 
set  a  new  all-time  record.    The  index  of  farm  real  estate  taxes  per  acre 
levied  in  I950  (1909-13=100)  will  approach  310  compared  with  the  previous 
record  level  of  296  in  19^9.    Taxes  on  personal  property  also  are 
expected  to  be  higher. 

Taxes  per  $100  of  full  value,  on  the  other  hand,  probably  will  be 
somewhat  lower,  as  farm  real  estate  values  are  expected  to  rise  more  than 
taxes .    To  the  extent  that  higher  real  estate  values  reflect  higher  cur- 
rent Incomes,  they  indicate  some  improvement  in  the  tax-paying  ability 
of  farmers;  but  there  is  some  evidence  that  the  higher  prices  for  real 
estate  are  caused  partly  by  people  buying  as  a  hedge  against  inflation. 

State  governments  also  have  had  Increasing  need  for  revenue,  and 
as  a  consequence  taxes  other  than  those  on  property  will  be  increased. 
This  is  highly  probable  for  I95I,  as  nearly  all  State  legislatures  will  be 


21  - 


in  regular  session.    Proposed  legislation  indicates  that  some  addition- 
al States  may  adopt  sales  taxef?,  whereas  others  that  already  have  them 
will  increase  their  rates  or  coverage.    Special  excises,  such  as  those 
on  alcoholic  beverages,  tobacco,  and  gasoline,  may  be  increased  in 
some  States.    Some  States  may  increase  income  tax  rates,  and  it  is  pos- 
sible that  others  may  adopt  this  source  of  revenue.    These  higher  or 
new  taxes  may  be  offset  partly  by  the  lowering  or  elimination  of 
others,  but  the  oet  result  will  undoubtedly  be  a  larger  tax  bill  in  the 
aggregate . 

Tax  needs  of  the  Federal  Government  can  be  expected  to  increase 
in  1951  as  the  defense  program  develops.    Higher  income  tax  rates  have 
been  in  effect  since  October  1,  I950  and  further  increases  are  under 
discussion.    Payments  of  these  taxes  by  farmers  in  1951  niay  show  no  in- 
crease because  they  are  paid  on  the  I95O  farm  income  which  was  lower 
than  19^9  but  1951  is  expected  to  be  a  year  of  higher  incomes.  Al- 
though income  taxes  are  not  costs  in  a  technical  sense  they  have  a  direct 
bearing  upon  the  cash  funds  that  farmers  have  to  spend. 

In  addition  to  an  increase  In  income  tax  rates,  the  Federal 
Government  has  proposed  to  expand  revenues  by  raising  special  excise  rates, 
sTich  as  those  on  alcoholic  beverages,  tobacco,  gasoline,  and  luxuries. 
Added  to  the  increases  expected  from  other  levels  of  government,  these 
higher  rates  leave  little  doubt  that  farmers  as  well  as  other  groups  will 
pay  substantially  higher  taxes  in  1951  than  in  I95O  and  probably  will 
continue  to  do  so  for  some  years  to  come. 

Insurance  -  Insurance  carried  by  farmers'  mutual  fire  insurance 
companies  totaled  about  $25  billion  on  January  1,  I95I  -  about  8  percent 
more  than  was  in  force  on  the  same  date  the  year  before.    This  compares 
with  increases  of  about  9  percent  in  19^+9  and  12  percent  in  19^8.  The 
slower  rate  of  increase  is  not  expected  to  continue  if  property  values 
and  building  replacement  costs  continue  upward. 

Losses  on  farm  property  paid  from  insurance  carried  by  farmers ' 
mutuals  also  increased  in  1950,  continuing  the  upward  trend  which  was 
interrupted  in  I9U9  for  the  first  time  since  19^12.    Losses  are  expected 
to  increase  as  the  amount  of  insurance  carried  increases;  however,  losses 
per  $100  of  insurance  also  increased  in  1950.    They  amoiinted  to  lh,2  cents, 
compared  with  13.8  cents  in  I9U9  and  I8  cents  in  I9U8. 

The  expenses  of  farm  mutuals  are  comparatively  low,  and  have 
tended  to-  decrease  -  per  $100  of  insurance  -  with  increases  in  volume 
carried.    They  averaged  about  9.I  cents  in  19^8,  8  cents  in  19*^9  and  7 
cents  in  1950.    Thus  the  total  cost  to  the  farmer  averaged  about  2?  cents 
in  I9U8,  22  cents  in  19^9  and  21  cents  in  I950.    The  cost  in  I95O,  per 
$100  of  insurance,  was  about  I6  percent  lower  than  it  was  in  19^+0. 

The  safety  or  reserve  funds  of  farm  mutuals  have  increased  steadily 
for  many  years  in  total  amount  and  also  per  $100  of  Imeurance,  because  of 
the  increase  in  volume  of  insurance  carried.    Such  reserves  belong  to 
farmer -members,  and  the  companies  draw  upon  them  to  help  pay  losses  in 


-  22  - 


years  when  losses  are  heavy  -  thus  helping  to  stabilize  year  to  year 
assessment  ratss  to  farmers.    The  reserves  of  farm  mutuals  amounted  to 
about  ^8  cents  per  $100  of  ins-orance  in  19^8,  51  cents  in  19^9  and  52.5 
cents  in  1950c 

Cost  Changes  by  Type  of  Far^a 

Costs  per  unit  of  product  on  groups  of  commercial  family- ope rated 
farms  have  differed  considerably  from  year  to  year,    '^n  general  they  are 
much  above  prewar  levels,  but  have  not  increased  as  rapidly  as  prices 
paid  for  goods  and  services  used  in  production.    During  the  past  3  years 
prices  paid  by  farmers  averaged  slightly  more  than  double  the  prewar 
1935-39  average.    During  the  same  period,  however,  costs  per  unit  of  pro- 
duction for  several  important  types  of  family-operated  farms  averaged 
less  than  double  the  prewar  average.    Unit  production  costs  have  gone  up 
less  rapidly  on  many  farms  because  of  increased  size  of  farm,  higher 
yields  and  larger  ouxput,  and  increased  production  efficiencies. 

Compared  with  prewar,  \init  production  costs  generally  have  gone  up 
more  on  livestock  farms  than  on  crop  faims  (table  5)0    Although  output  per 
farm  has  been  higher  than  in  the  prewar  years  on  all  farms  the  increase  has 
b^f,?i  greater  on  crop  farms  than  on  livestock  farms .    Fewer  developments  in 
labor-saving  equipment  have  been  available  to  livestock  farmers, 
particularly  dairy  farmers,  and  they  have  had  less  opportunity  to  in- 
crease the  size  of  their  operating  units  than  have  crop  farmers. 

Hybrids  and  other  higher  yielding  varieties  of  seeds  and  favorable 
weather  in  recent  years  have  been  particularly  favorable  to  crop  pro- 
ducers.   During  the  past  3  years  corn,  soybean,  and  oat  yields  on  Corn 
Belt  farms  have  averaged  I70,  lUo,  and  lh2  percent  respectively  of  the 
prewar  1935-39  average c    During  the  same  period  wheat  yields  on  winter 
wheat  farms  averaged  about  215  percent  of  the  1935-39  average.    In  I95I 
winter  wheat  farms  obtained  fairly  high  yieD.ds  whereas,  yields  on  winter 
wheat.grain.  sorghum  farms  were  ccmpc.ratively  low.     This  accounts  for 
most  of  the  higher  unit  costs  in  1950  on  wheat -grain  sorghum  farms  than 
on  the  winter  wheat  farms  farther  north. 

In  1950  unit  production  costs  were  about  the  same  or  slightly 
higher  compared  with  I949  for  dairy  and  hog-dairy  farms.    They  were  about 
the  same  for  Corn  Belt  farms,  but  with  the  exception  of  wheat-grain  sorghum 
farms  they  were  lower  for  wheat  farms.    Primarily  because  of  smaller 
harvested  averages  and  lower  yields  of  lint  cotton  unit  production  costs 
in  1950  were  higher  than  in  19^+9  on  Southern  Plains  and  Black  Prairie 
cotton  farms.    Although  cotton  acreage  was  cut  in  I95O  by  about  one-fourth 
on  the  Mississippi  Delta  farms,  total  production  was  only  slightly  lower 
than  in  19^9  because  cotton  yields  were  higher  in  1950,    Unit  costs, 
however,  were  lower  in  1950, 

Indexes  of  costs  per  unit  of  production  (excluding  price  change) 
provide  a  measure  of  changes  in  quantities  of  goods  and  services  used  in 
production  per  unit  of  output.    Cost  charges  measured  this  way  have  varied 
among  types  of  farms,  but  in  most  instsinces  they  have  been  low  relative  to 
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prewar  averages.     This  indicates  that  Tampers  generally  are  now  producing 
more  efficiently  than  10  or  15  years  ago.     It  also  shows  that  farmers  who 
have  been  able  to  take  advantage  of  labor-saving  equipment  and  increase 
size  of  operating  unit  and  output  have  reduced  physical  costs  most.  The 
sharp  decline  in  this  index  on  the  wheat  farms  are  due  in  large  part  to 
the  much  more  favorable  yields  in  the  19^0 's  than  during  the  1935'"39 
period . 

Compared  with  prewar,  production  per  hour  of  man  labor  in  x'ecent 
years  on  many  of  these  fai'ms  has  increased  by  50  percent.    It  has  more 
than  doubled  on  some  of  the  wheat  farm  types. 
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